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1. A meeting toock place in 4 Bureaun of the Budget conisrence
room 8t 20 s.m.. § July 1963, Fresent were: EBUB - Messre.

Cordon, Staats, Hansen, lLewis, Fettibone, and Zmith; ClA « hessrs.

vellone, Garter, Bross, uiarke, and Mr., Gordon opened the S0X1

meeting with a brief review ol the scemomic situation with regard teo
ihe implications of the Fresidemt’s proposed tax revision, He predicted
a budgetary deficit resziting therefrom ia FY 1965 of $13 willien 1o
314 billlon in expanditures but pointed out that within two years or 39,
; t=is deficlt is expected to be elirminated due to the beneficial efiectis ol
| the iz cuat oz the ecomomy., Until thiz rise takes place, bhowever,

*2r. Gordon stressed that every sfiort must be made to kold down the
deficit by reducing the size of the Administration budget. I no tax

vedaction is lagislated, a deficit of spproximately §3 blilien is still

anticipated, e
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1 i. Expenditures of 5122 dbiilion to 3104 blllion would
repressat & 4% increass over expenditures In FY 1964. Most Agency
preliminary sstimates excesd this percontage by conmsidsrable margin
and Mr. Gordon siresred the impoertance of vigerous musu:ci to held
the expenditures to & mimimum. The Director sxpressed hiz personal
sympathy and appreciation of the probiem facing the Administration and
9i the importance of rwasuresto sconomise. Both the DCI and Mz, Gozdon
agresd that svery eifort sheuld bs rmade to reduce swpenditures by the
elimination of marginel or obsalescent activity.

3. There followed some general discussion of the difficulty
of identifylng Agency programs which can be categorized as either
margioal or outmoded, the sfisctiveness or timeliness of Agency

sctivities, in any casse, being clearly a question of lndividual judgreent.

50X1

was cited as an example of s project which has

betn subject (o many reviews and the usefulnsss of which continues to
bs the subject of considerable debate.

4. The DCI, citing the directive of January 16, 1962,
intraduced Gemn., Cartsr ao the general mansger of the Agency, immedistely
responsible for the preparation of the Ageacy budget. Cen. Carter

opened the discussion by saying that the Agemcy wslcomed the comments

r
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«f the Buresu of the Buwdget and would give them very caraful

conaideration in the farmulation of the Agsncy's submission scheduled

for Septernber. e pointed osul that the Burean's statersest on the

1A budget was rmisleading im suggesting that the figures submitted by

the Agency of sxcesded the level suggented by the Bureau 50X1

of the Budget by This statemsnt by the Bureas of 50X1

the Budget apparsatly overiocked the fact that there had been agresment

1o exclude from the Agency’s ceiling ltems far paramilitary aad

Caramunications actlvity which aggregate 50X1
The difference betwesn the Bureau of the Budget high range and the
fgeacy submission, asccordlagly, (s 50X1

%. There followed some discussion of how wiﬁurf
programs of the SWITCHBACK varisty came to be included in the
Agency budget. Both Mr. Lawis and Mr. Pettibone seermed to feel
that MNSAM 57 gives responsibility {or this type of program to the
ivigiense Department. It was recognized that, irrespective of the
intention of NSAN 57, the Defenss Dapartment did not have the
administrative {or apparently the legal} competence or authority to
SRTrY these programs out. It was pointed out by Mr. McCons that,
whereas these programs bave been included in the CIA Reserve for

£Y 1964, this was not practical in the FY 1965 budget whers they

[
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reast appear ss line items. The DCI siressed the fact that these
programs had all been approved at the highest level of Governmaeat.
b oreaver, he pointed outl that the Chairman »f the House Appropriations
Commitiee wanted foresseable sad specific programs of tals type
included ia the Agency budget and sxcluded from the Reserve.

&, Mr. Gordon asked how the cost of these pregrams
was established and an axplanation of the character of the pPrograms
was provided. The DCI then explained in some detail the process of
ioternal CIA review of programs and the procedures for policy
review in the Spacial Group and by higher authority. i

7. Mrx. Gordea wanted to kmow generally wh:ther &
revisw by the Special Group of specific programs from the paint of
view of cost evaluation would be a good idea. The DCI expressed
lHttle enthusissm, iadicating that it would be better to have CIA 4o
thie, Mr. Gordon was worried that mo impartial re-assessment of
continning pregrame takes place. The DCI pointed ocut that
:nwvﬁmﬂm‘&ms. in fact, take place largely at the loitiative of
the Agency and that he himself had resommended cancellation of
two programs withia the last two wesks. He also poinmted out that

the Special Groupy does make a rather ssarchiag analysis of
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Thazre was gormas

discussion o the reprogramming process within tha Agency and the

Dureau of the Budget was assured that the Agency does undertake =

reprograraming review before approaching the Bureau of the Bmiggt

ivr a release from the Reserve. There was some discussion of the

vritezia used in withdrawals from ths Reserve and the DCI stated that

it is ovr emdeavor to avoid initiating programs involving releases from

the seserve that will develop the base of budget in ensuing yeara and

that the Reserve should be used for unforesesn and unmplanned contingencles,

&.  Turning to specific comments made in the Buresu of

the Duiget attachment to MMr. Lewie' lJetter of July 5, 1963, there was

& geusral discussion of the SIGINT Program. My, Pettibone explaimed

the rsasons as to why incoxporation of the Agoncy activities in this

field (exclusive of close sapport) should be incorporated im the Consolidated
“ryprologic Frogram. In the ennulng conversation, the DCI made a
distinction batween the USIB review of COMINT Collection reguirerments
and the program: asalysis made by the CCF. The PCI agreed that »
mechanisr for tasking collection ressurces sad evaluating iadividaal
wollection incilities was highly desiradle and referred to MISTIC by way

of sxsmple.
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%, ¥ry. Pstiibone criticized the size of the stail
supporting USA acitvities but thers was ac concession thai this
criticiss was valid.

17, In the field of Iﬁtﬂiigma Froduction, Mrx. Smith
reviewez the propossls for retremcirment advanced by the Baureau
of the Budget and there was some discussion of the scops and
spjectives of acomomic research, particularly is the Free World
sras. Mz, Hansen reported thst MacGeorge Bundy had reviewed
the scheduled NIE's and, as & resalt of this review, some of the
11¥fs had been champed froon estimates to memoranda.

1i. There was sorme discussion of the Cermmuntestions

rogram S0X1

t2. In conclesion, Xr. Gordom drew the Director’s
attention to the graph showing the sharp imcrease in the CIA Budget.
The Director responded that while ke deplored growih of thie
character that the Agency prograrrs iavolved difficult judgment :
aveas and that the Agency is subject to exizems preseures 1o
continee snd to expand its activities. He reported that hs kad
jimatructed Gen. Carter to initiale a searching review of Agency

programs and make an attempt 1o reduce the huigel. The Bureau

[
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of the Budget will submit the backup data supporiing thelr praposals
for reduction and these will be 2aken into accouest in formulsting the
Lgency ankecission in September.

13. Im the limited time remaininp, Mr., Cordon addressed
nirnsell to the problswn of the Iatelligence Comrmumity as a whols,
salling tha GCY's atteation to the figuzes costained in the Bureswu of

tae Budget mermorsadurt on this subject.

14. The DCI pointed out that the inctaded  20X1

for low level {(peripherzl) reconsaissance should de sliminated from
ihe Intelligence Community. He ssid that he talked 1o the Secretary
of Defense on this matter that morniag and that there was goneral
agreement thatl this ltem should sot be included as part of the Natlonal

inteiligence Program. Mz, Gordom wanted to kanow who cantrels

peripheral flights and who prescribes the requirements whica these
flighta are designed o eatisfy. It was explained that the tactical

| commands coatral the flights and not the Inteliigemce Commumity ia

| Washingion, Neither the DI nor Gen. Carroll have any comtrol aver
thers: nor was it poszible to say whether, if they wsre not carried out,
the Intelligence Community in ¥ashington would order their imstitation.

The DCI deubted that they would be required, stressing the fact that
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they are msoded for local tactical purpoass marmely concermsd with
identifying order of battle and intercept capabilities against the
eveniuality of an atrack.

t5. It was agreed that, except for the itam of low level
feconnaissance, the rest of the activities included im ths Bureau of
ihe Budget scheduls are part of the Intelligence Cormmunity.

4. Mrx. Pettibone explsined the charts ussd in the Bureau
3f the Budget memserandum, Page 3, represented the Buresu's best
estimate of the Intelligence Community projects. The figures on page
7 are based on Agency submissions as far as CIA and Ztate are
coacerned and on the itnm.itl figures om the five-year force structurs
estimates for Defense. He stated the Defense figures sre belisved in
e substastislly understated pointing out however that the Defense
Jspartrnent has “plamning wedges” which would permit allocation of
funds to the Intelligence programs from other somrces in the Defense
budget,

17. Mr. Pettibone refarred specifically to the fact that the

estimated cost of the MRO fu FY 1964 ia probably

givan by Defense Dapariment,
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18, The DUCI inmdicated that tha Sscrstary of Defenss was
prabably not overly cemcerned with the allocation of resosurces as
betwsen Intelligence and other pregrams of Defease as his reviews
anyd presentations necessarily lavolve iactors other than those requiring

2 sharp delineation of inteliigence activities as such.
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